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in each discipline necessary to carry out the
audit; and

(ii) independence and objectivity, includ-
ing that the firm be free from personal or ex-
ternal impairments to independence, and
should assume an independent position with
the State commission and auditee, making
certain that the audit is based upon an im-
partial consideration of all pertinent facts
and responsible opinions.

(B) The public utility company and the ex-
empt telecommunications company shall co-
operate fully with all reasonable requests nec-
essary to perform the audit and the public
utility company shall bear all costs of having
the audit performed.

(3) Availability of auditor’s report

The auditor’s report shall be provided to the
State commission not later than 6 months
after the selection of the auditor, and provided
to the public utility company not later than 60
days thereafter.
(n) Applicability of telecommunications regula-
tion

Nothing in this section shall affect the author-
ity of the Federal Communications Commission
under the Communications Act of 1934 [47 U.S.C.
151 et seq.], or the authority of State commis-
sions under State laws concerning the provision
of telecommunications services, to regulate the
activities of an exempt telecommunications
company.

(Aug. 26, 1935, ch. 687, title I, §34, as added Feb.
8, 1996, Pub. L. 104-104, title I, §103, 110 Stat. 81.)

REFERENCES IN TEXT

The Communications Act of 1934, referred to in sub-
secs. (a)(2) and (n), is act June 19, 1934, ch. 652, 48 Stat.
1064, as amended, which is classified principally to
chapter 5 (§1561 et seq.) of Title 47, Telegraphs, Tele-
phones, and Radiotelegraphs. For complete classifica-
tion of this Act to the Code, see section 609 of Title 47
and Tables.

This chapter, referred to in subsecs. (b) to (e) and (j),
was in the original ‘‘this Act”, and was translated as
reading ‘‘this title”’, meaning title I of act Aug. 26, 1935,
ch. 687, known as the Public Utility Holding Company
Act of 1935, to reflect the probable intent of Congress.

PRIOR PROVISIONS
A prior section 34 of act Aug. 26, 1935, ch. 687, was re-

numbered section 35 and is classified to section 79z-6 of
this title.

§ 792-6. Separability clause

If any provision of this chapter or the applica-
tion of such provision to any person or circum-
stances shall be held invalid, the remainder of
the chapter and the application of such provi-
sion to persons or circumstances other than
those as to which it is held invalid shall not be
affected thereby.

(Aug. 26, 1935, ch. 687, title I, §35, formerly §32,
49 Stat. 837; renumbered §34, Oct. 24, 1992, Pub.
L. 102-486, title VII, §711, 106 Stat. 2905; renum-
bered §35, Feb. 8, 1996, Pub. L. 104-104, title I,
§103, 110 Stat. 81.)

PRIOR PROVISIONS

A prior section 35 of act Aug. 26, 1935, ch. 687, was re-
numbered section 36 and is classified to section 79 of
this title.
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Commission.
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exemption.
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proceedings.
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counting and disgorgement.

(f) Cease-and-desist proceedings.
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ing functions of investment advi-
sors.
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and employees.

(a) Interested persons of company who
may serve on board of directors.
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banker.

(c) Officers, directors, or employees of
one bank as majority of board of di-
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(b) Written contract with company for
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contents.
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service as investment adviser or
principal underwriter by majority
of noninterested directors.

(d) Equivalent of vote of majority of out-
standing voting securities in case of
common-law trust.
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members from provisions of this
section.
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interest in such investment adviser
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Transactions of certain affiliated persons and
underwriters.

(a) Prohibited transactions.

(b) Application for exemption of proposed
transaction from certain restric-
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(d) Joint or joint and several participa-
tion with company in transactions.

(e) Acceptance of compensation, commis-
sions, fees, etc.
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ties and investments.
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(c) Prohibition on purchase of securities
knowingly resulting in cross-owner-
ship or circular ownership.

(d) Duty to eliminate existing cross-own-
ership or circular ownership.

80a-21. Loans by management companies.

80a-22. Distribution, redemption, and repurchase of
securities; regulations by securities asso-
ciations.

(a) Rules relating to minimum and maxi-
mum prices for purchase and sale of
securities from investment com-
pany; time for resale and redemp-
tion.

(b) Rules relating to purchase of securi-
ties by members from issuer invest-
ment company.

(c) Conflicting rules of Commission and
associations.

(d) Sale of securities except to or
through principal underwriter; price
of securities.

(e) Suspension of right of redemption or
postponement of date of payment.

(f) Restrictions on transferability or ne-
gotiability of securities.

(g) Issuance of securities for services or
property other than cash.

Closed-end companies.

(a) Issuance of securities.

(b) Sale of common stock at price below
current net asset value.

(c) Purchase of securities of which it is
issuer; exceptions.

Registration of securities under Securities
Act of 1933.

(a) Registration statement; contents.

(b) Filing of three copies of advertise-
ment, pamphlet, etc. in connection
with public offering; time of filing.
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(d) Application of other provisions to se-
curities of investment companies,
face-amount certificate companies,
and open-end companies or unit in-
vestment trust.

(e) Amendment of registration state-
ments relating to securities issued
by face-amount certificate compa-
nies, open-end management compa-
nies or unit investment trusts.

(f) Registration of indefinite amount of
securities.

(g) Additional prospectuses.

Reorganization plans; reports by Commission.

(a) Filing of reorganization plan and
other information with Commis-
sion.

(b) Advisory report by Commission at re-
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Unit investment trusts.

(a) Custody and sale of securities.

(b) Substitution of securities.

(c) Binding contract or agreement em-
bodying applicable provisions
deemed to qualify non-complying
instrument by which securities
were issued.

(d) Liquidation of unit investment trust.

(e) Exemption.

Periodic payment plans.
(a) Sale of certificates; restrictions.
(b) Exemptions.
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(c) Sale of certificates; requirements.

(d) Surrender of certificates; regulations.

(e) Refund privileges; notice; rules.

(f) Charges, statement; rules; surrender
of certificates; regulations.

(g) Governing provisions; election.

(h) Sale of certificates; restrictions.

(i) Applicability to registered separate
account funding variable insurance
contracts.

Face-amount certificate companies.

(a) Issuance or sale of certificates.

(b) Asset requirements prior to sale of
certificates.

(c) Certificate reserve requirements.

(d) Provisions required in certificate.

(e) Liability of holder to legal action for

unpaid amount of certificate.
Optional right to paid up certificate
in lieu of cash surrender value.
Application of section to company is-
suing certificates only to holders of
previously issued certificates.

(h) Declaration or payment of dividends.

(i) Application of section to certificates
issued prior to effective date of sec-
tion.

Reports and financial statements of invest-
ment companies and affiliated persons.

(a) Annual report by company.

(b) Semi-annual or quarterly filing of in-
formation; copies of periodic or in-
terim reports sent to security hold-
ers.

(¢) Minimizing reporting burdens.

(d) Reports under this section in lieu of
reports under other provisions of
law.

(e) Semi-annual reports to stockholders.

(f) Additional information.

(g) Certificate of independent public ac-

countants.
Duties and liabilities of affiliated per-
sons.

(g) Disclosure to church plan partici-
pants.

(h) Notice to Commission.

Accounts and records.

(a) Maintenance of records.

(b) Examinations of records.

(c) Limitations on disclosure by Commis-
sion.

(d) Definitions.
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(f) Exemption authority.

Accountants and auditors.
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cipal accounting officer.
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Filing of documents with Commission in civil
actions.

Destruction and falsification of reports and
records.

(a) Willful destruction.

(b) Untrue statements or omissions.

Unlawful representations and names.

(a) Unlawful representation of guarantee
by United States or agency thereof.

(b) Unlawful representation of sponsor-
ship by United States or agency
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(c) Statement of registration under secu-
rities provisions.

(d) Deceptive or misleading names.

Breach of fiduciary duty.

(a) Civil actions by Commission; jurisdic-
tion; allegations; injunctive or
other relief.
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(b) Compensation or payments as basis of
fiduciary duty; civil actions by
Commission or security holder; bur-
den of proof; judicial consideration
of director or shareholder approval;
persons liable; extent of liability;
exempted transactions; jurisdiction;
finding restriction.

(c) Corporate or other trustees perform-
ing functions of investment advis-
ers.

Larceny and embezzlement.
Rules, regulations, and orders.

(a) Powers of Commission.

(b) Filing of information and documents.

(c) Good faith conformance with rules,
regulations, and orders.

Procedure for issuance of rules and regula-
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Procedure for issuance of orders.

(a) Notice and hearing.

(b) Application verified under oath ad-
missible as evidence.

(c) Parties.
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Enforcement of subchapter.

(a) Investigation.
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(¢) Jurisdiction of courts of United
States.

(d) Action for injunction.

(e) Money penalties in civil actions.

Court review of orders.

Jurisdiction of offenses and suits.

Disclosure of information filed with Commis-
sion; copies.

Reports by Commission; hiring and leasing
authority.

(a) Annual report.

(b) Hiring and leasing authority.

Validity of contracts.

(a) Waiver of compliance as void.

(b) Equitable results; rescission; sever-
ance.

Violation of subchapter.
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plans.
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80b-1. Findings.
80b-2. Definitions.
80b-3. Registration of investment advisers.
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registered.

(¢c) Procedure for registration; filing of
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istration; amendment of registra-
tion.

(d) Other acts prohibited by subchapter.

(e) Censure, denial, or suspension of reg-
istration; notice and hearing.

(f) Bar or suspension from association
with investment adviser; notice and
hearing.

Registration of successor to business
of investment adviser.

(h) Withdrawal of registration.

(i) Money penalties in administrative
proceedings.

Authority to enter order requiring ac-
counting and disgorgement.

(k) Cease-and-desist proceedings.
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United States or agency thereof.
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rities Exchange Act of 1934 provi-
sions.

(c) Use of name ‘“‘investment counsel” as
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(d) Good faith compliance with rules and

regulations.
80b-12. Hearings.
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80b-14. Jurisdiction of offenses and suits.
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80b-19. Separability.
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80b-21. Effective date.
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SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 77b, 77r, 78c,
78m, 78n, 780, 78s, 78u-2, 80b—2, 80b-3, 80b-3a, 80b-5, 687,

687b, 3904 of this title; title 7 sections 6, 12a; title 12 sec-
tions 1464, 1465, 1831a, 1843, 2279aa-12, 3503; title 26 sec-
tions 368, 851, 852, 856, 1246, 4975, 6049; title 29 sections
432, 1001, 1002, 1101; title 42 section 9675; title 43 section

1625.

§ 80a-1. Findings and declaration of policy
(a) Findings

Upon the basis of facts disclosed by the record

and reports of the Securities and Exchange Com-
mission made pursuant to section 79z—4 of this
title, and facts otherwise disclosed and ascer-
tained, it is found that investment companies

are affected with a national public interest in

that, among other things—
(1) the securities issued by such companies,
which constitute a substantial part of all secu-

rities publicly offered, are distributed, pur-
chased, paid for, exchanged, transferred, re-
deemed, and repurchased by use of the mails
and means and instrumentalities of interstate
commerce, and in the case of the numerous
companies which issue redeemable securities
this process of distribution and redemption is
continuous;

(2) the principal activities of such compa-
nies—investing, reinvesting, and trading in se-
curities—are conducted by use of the mails
and means and instrumentalities of interstate
commerce, including the facilities of national
securities exchanges, and constitute a sub-
stantial part of all transactions effected in the
securities markets of the Nation;

(3) such companies customarily invest and
trade in securities issued by, and may domi-
nate and control or otherwise affect the poli-
cies and management of, companies engaged
in business in interstate commerce;

(4) such companies are media for the invest-
ment in the national economy of a substantial
part of the national savings and may have a
vital effect upon the flow of such savings into
the capital markets; and

(5) the activities of such companies, extend-
ing over many States, their use of the instru-
mentalities of interstate commerce and the
wide geographic distribution of their security
holders, make difficult, if not impossible, ef-
fective State regulation of such companies in
the interest of investors.

(b) Policy

Upon the basis of facts disclosed by the record
and reports of the Securities and Exchange Com-
mission made pursuant to section 79z—4 of this
title, and facts otherwise disclosed and ascer-
tained, it is declared that the national public in-
terest and the interest of investors are adversely
affected—

(1) when investors purchase, pay for, ex-
change, receive dividends upon, vote, refrain
from voting, sell, or surrender securities is-
sued by investment companies without ade-
quate, accurate, and explicit information, fair-
ly presented, concerning the character of such
securities and the circumstances, policies, and
financial responsibility of such companies and
their management;

(2) when investment companies are orga-
nized, operated, managed, or their portfolio se-
curities are selected, in the interest of direc-
tors, officers, investment advisers, depositors,
or other affiliated persons thereof, in the in-
terest of underwriters, brokers, or dealers, in
the interest of special classes of their security
holders, or in the interest of other investment
companies or persons engaged in other lines of
business, rather than in the interest of all
classes of such companies’ security holders;

(3) when investment companies issue securi-
ties containing inequitable or discriminatory
provisions, or fail to protect the preferences
and privileges of the holders of their outstand-
ing securities;

(4) when the control of investment compa-
nies is unduly concentrated through pyra-
miding or inequitable methods of control, or is
inequitably distributed, or when investment



